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ABSTRACT
In the current retail environment, companies must maintain
competitiveness by satisfying their customers and creating
loyalty. Companies now need to have a process for handling
complaints in order to optimally respond to consumers. In this
study, the authors examine the refund policy employed by the
firm as well as the complaint response time to study how these
factors impact satisfaction and repurchase intent. Findings
offer several insights for marketing practice. First, offering
either an immediate refund or future discount has a positive
impact on satisfaction and repurchase intent as compared to
offering no refund. Second, the impact of a future discount is
stronger than an immediate refund with respect to satisfaction
suggesting this is a superior policy decision. Finally,
consumers want quick responses as this study finds excessive
complaint response times are negatively associated with
repurchase intent.

INTRODUCTION
In today’s competitive marketplace and tough economic times, companies must do everything they
can to satisfy their customers and keep them coming back. Because of this, if a customer is not
happy, companies want to know. Many companies are encouraging their customers to inform them
of any problems they have had with their products or services by placing response cards in
convenient places at their retail location, requesting comments on web sites, or enclosing surveys
with products. Companies wish to maintain their relationship with current customers, as it has
been determined that it costs companies five times more to attract a new customer than it does to
retain an existing one (Desatnick 1988). Moreover, companies worry that if a customer doesn’t
complain directly to them, they may tell others about the bad experience they have received. Wordof-mouth has been shown to be a very effective source of customer information (e.g., King and
Summer 1983). Thus, aggrieved customers who engage in negative word of mouth may exert a
strong influence over other consumers.
Given that few customers complain because of the perception that companies won’t do anything
anyway, when a company does receive a complaint from a customer it needs to act decisively—
treating the complaint as a gift (Naylor 2003). Additionally, research has shown that it is not just
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imperative to respond, but it is critical to get the response right, as consumers who complain but feel
the response was inadequate may end up less satisfied than those who never complain (Vorhees,
Brady, and Horowitz 2006). Even more important, knowing the correct way to respond to complaints
is valuable information, as previous research has shown that effective service recovery may actually
strengthen relationships beyond the level prior to the service failure (Bitner, Booms, and Tetrault
1990; Halstead and Page 1992). Complaint response procedures have been the topic of previous
research where studies have found among other things that showing empathy toward customers
(e.g., Bailey 1997), providing customers with a feeling of justice (e.g., Kau and Loh 2006), and
offering a refund (e.g., Goodwin and Ross 1989) is associated with greater satisfaction with the
complaint resolution process or higher repurchase intent. This paper extends this area of literature
by examining the relative effectiveness of several refund policies and also examining the effect of
complaint response time.
Specifically, this research attempts to contribute to the literature by addressing the following two
research questions:
1. Which refund policy (no refund – only a response, an immediate refund, or a future
allowance or discount) results in the greatest satisfaction with the complaint resolution
process and highest repurchase intent?
2. Do long time delays in the complaint resolution process result in lower satisfaction and
repurchase intent?
In order to examine these questions, a study was conducted where customers first filed a complaint
(by means of a letter or electronic submission) against an actual company from which they received
poor service. Participants were then surveyed on their attitudes about the resolution process.
LITERATURE REVIEW
Complaint Response as a Mechanism to Build Relationships
It is important for companies to build relationships with their customers. The relationship
marketing paradigm focuses on adding value through collaboration, co-production, and
interdependence between buyers and sellers (Gummesson 2002; Sheth and Parvatiyar 2002;
Anderson and Narus 1990). With relationship marketing, the focus is on “customer retention and
customer commitment, as well as on the share of the customer business instead of market share”
(Sheth and Parvatiyar 2002). In the specific context of complaints, Fornell and Birger (1987) suggest
that by using the practice of defensive marketing (retaining dissatisfied customers), companies can
actually build relationships through complaint handling.
In an age of proliferation of consumer options, customers have high expectations regarding the
behavior of an organization following their complaint actions (Stauss 2002; Tax, Brown, and
Chandrashekaran 1998). These expectations affect the customer’s satisfaction or dissatisfaction with
the complaint resolution behavior. Resolving customer complaints effectively is linked to relationship
marketing in that customer satisfaction, trust, and commitment are mutual interests (Tax et al.
1998; Morgan and Hunt 1994; Achrol 1991). Voorhees, Brady, and Horowitz (2006) found that
consumers who had a failed encounter followed by a satisfactory recovery are most likely to return to
the service provider. Interestingly, they find that even those customers who don’t complain will have
more favorable intentions than consumers who complain but have a dissatisfactory recovery. Thus,
poor recovery efforts can be very costly to a company.
When a service failure occurs, organizations should be prepared to address those failures with
behavior that leads to customer satisfaction. Even when an organization views a complaint as trivial
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or unfounded, its response still influences customer perception (Goodwin and Ross 1990). According
to Stauss (2002), managing customer complaints can lead to customer satisfaction. Stauss suggests
relating a customer expectation model (Zeithaml, Berry, and Parasuraman 1993) to complaint
satisfaction, such that there is a desired complaint response, the ideal expectation, an adequate
complaint response, and a minimum acceptable level of expectation, as well as a complaint zone of
tolerance, functioning between desired and adequate responses. Customer satisfaction occurs within
this zone, but customer delight occurs only when the ideal response is met or expectations are
exceeded (Stauss 2002; Estelami 2000).
Earlier studies have shown that an effective service
process which encourages recovery voice leads to perceptions of procedural justice and higher levels
of satisfaction (Karande, Magnini, and Tam 2007).
Satisfied customers are more motivated to transmit word-of-mouth (Hansen, Swan, and Powers
1996; Heckman and Guskey 1993; King and Summers 1983). According to Holmes and Hanzlick
(1988), those customers who are satisfied tend to provide positive word-of-mouth which can
“accelerate… acceptance and expand the consumer franchise,” while those dissatisfied speak
negatively which can “impede adoption and erode the customer base”. Stauss (2002) comments that
complaint satisfaction “leads to positive attitude changes, positive word-of-mouth, and increased
readiness to buy from the same supplier again” while complaint dissatisfaction “has the potential to
worsen the situation, stimulate negative word-of-mouth, and drive customers to competitors.”
Considering relationship marketing, it is, therefore, imperative to ensure complaint satisfaction and
thus maintain and perhaps even build upon customer relationships.
Service Recovery
Bitner, Booms, and Tetreault (1990) found that even if a customer is dissatisfied due to a core service
failure in the restaurant, hotel, or airline industry, they could still have an overall satisfactory
experience depending on how the core service failure is handled. An example would be if a hotel
doesn’t have the reserved room, but bumps the customer up to a presidential suite. So even though
the consumer doesn’t get the room initially requested, he or she is very satisfied with the experience.
This research found that customers who experienced a core service failure may be even more
satisfied with the service than if they had not had the service failure if the recovery is satisfactory.
However, Heckman and Guskey (1998) found that in the professional service of information
technology helpdesks, most customers were not happy after a core service failure, no matter what
the service provider did. For example, if the helpdesk could not retrieve a huge database an
employee has been working on for weeks, nothing they do will make that person satisfied. The
critical importance of information technology to the employee in the workplace and to students in
schools implies the difficulty in satisfying customers if a core service failure occurs in a professional
setting such an IT helpdesk. Thus, satisfaction is clearly related to service failure and complaint
severity.
Differences may exist in the effectiveness of service recovery methods across products and services.
For instance, Bolkan and Daly (2008) find there were differences between products and services
regarding satisfaction and repurchase intention. This suggests that satisfaction with the complaint
resolution process is context dependent.
Service recovery is affected by the manner in which complaints are handled by an organization.
Responding effectively to a letter of complaint involves imparting a message that does not further
irritate customers, but rather is customer focused and supportive (Bailey 1997). In terms of form,
Kelly, Hoffman, and Davis (1993) note that complaint handling can include refunds, repairs, credits,
replacements, charge corrections, and apologies. Additionally, studies have found that satisfaction
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with service recovery and repurchase intent is affected by perceived justice (e.g, Blodgett, Granbois,
and Walters 1993; Kau and Loh 2006).
Additionally, studies have also shown that if a company uses recovery voice (which is when a service
provider asks a customer what they can do to rectify the problem after a complaint is voiced), it
results in higher postfailure satisfaction (Karande, Magnini, and Tam 2007). Liao (2007) found that
the employee’s performance (such as making an apology, problem solving, being courteous, and
prompt handling) increased customer satisfaction and the intent to repurchase. Stauss (2002)
termed “cold facts” as the attributes of speed and reliability of the complaint response and “warm
acts” as the personal treatment of the complainant such as friendliness and empathy. Stauss found
that both cold facts and warm acts had an influence on overall complaint satisfaction and
relationship satisfaction.
Importance of a Timely Response
In a review of the literature, Davidow (2003) found conflicting research in the area of timeliness
regarding customer complaints. Blodgett, Hill, and Tax (1997) found timeliness had no effect on
repurchase intentions or word-of-mouth activity. Boshoff (1997) found that speed is not the
dominant factor. However Clark, Kaminski, and Rink (1992) found that a speedy response improves
a company’s image if a refund is included and Davidow (2000) showed that timeliness had a positive
effect on satisfaction and word-of-mouth, but had no effect on repurchase intentions. Naylor (2003)
found response rates of service providers to complaint letters to be low and slow across a multitude
of service industries--48% of complaining consumers received a response within 12 weeks. A
negative relationship between response time and satisfaction was also shown. Our study adds to
this area of literature by also exploring the effect of timeliness. We believe that additional studies of
this variable are needed for two reasons. First, there is a lack of an empirical regularity which
suggests that more evidence is needed to determine the effect of timeliness. Second, consumers’
expectations are dynamic rather than static and the importance of speed may be increasing over
time. This may be due to enhancements in communications as we increasingly live in an instant
gratification world where companies may now be held to a higher standard. Thus, we suggest the
following two hypotheses:
H1: Customers will have greater satisfaction with the complaint resolution process when
companies respond to complaints in a timely manner as compared customers of companies
that delay their response.
H2: Customers will have higher repurchase intent when companies respond to complaints in
a timely manner as compared customers of companies that delay their response
Refunds
Customer compensation is one of the most important drivers of satisfaction with complaint handling
(Davidow 2003). Many studies have supported the idea that offering some form of refund leads to
higher satisfaction and higher repurchase intent (e.g., Sundaram, Jurowski, and Webster 1997;
McCollough 2000; Goodwin and Ross 1989). However, relatively little is known about the optimal
way to compensate customers. This study finds that offering full or partial discounts instead of no
compensation at all had a positive effect of satisfaction and repurchase intent (Mount and Mattila
2000). However, Sparks and Callan (1995) find that simply offering any form of compensation does
not reduce complaint behavior. Kelly, Hoffman, and Davis (1993) find high retention levels for
various redress types including discounts and refunds.
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Our study attempts to add to this area of literature by examining the relative effectiveness of two
popular redress techniques: immediate refunds (e.g., money-back guarantees) and future discounts
or allowances (e.g., coupons and gift cards). We believe this issue is important because different
theoretical bases predict different outcomes as to which option would be preferable. On one hand,
finance and economic theory would conclude that receiving an immediate refund would be preferable
to future compensation as money is fungible and money received today is more valuable than that
received in the future. Additionally, if you receive the money immediately, you are free to spend it on
any number of things. Thus, the rational economic response would be that receiving an immediate
refund is superior to a future discount.
However, previous research which has shown the importance of justice and fairness (e.g., Kau and
Loh 2006) may suggest that future discounts are preferable for most consumers. The logic is that a
future discount obligates the company to work so that when the customer does return, they can win
back the trust of the upset customer. Future discounts and allowances signal the company is serious
about their recovery process rather than simply offering a refund and “washing their hands” of the
problem. Thus, when a firm offers a future discount the customer may feel more satisfied with the
result and more likely to return to the business. Consequently, we view these competing predictions
as two sets of opposing hypotheses (e.g., Sawyer and Peter 1983; Tax, Brown and Chandrashekaran
1998) which we will test with our data as follows:
H3a: The positive impact of offering a future discount on customer’s satisfaction with the
complaint resolution process will be stronger than the positive impact of an immediate
refund.
H3b: The positive impact of offering an immediate refund on customer’s satisfaction with the
complaint resolution process will be stronger than the positive impact of a future discount.
H4a: The positive impact of offering a future discount on repurchase intent will be stronger
than the positive impact of an immediate refund.
H4b: The positive impact of offering an immediate refund on repurchase intent will be
stronger than the positive impact of a future discount.
METHODOLOGY
Data
Over the course of a ten year period, students in nine different services marketing classes were
instructed to recall a recent bad service experience and to write a complaint letter to the company
from which they had received the bad service. They were asked to focus on an actual situation so
that their feelings about the complaint resolution process were not contrived. Additionally, they were
to include contact information so that the company could respond easily to their complaints and were
encouraged to send their complaints via mail or e-mail—as instructed by the company. Students
wrote the letter and subsequently waited for a company response. After a period of time during
which they waited for a response (and perhaps received a response), they responded to a survey to
determine their attitude about the response of the company.
Descriptive Statistics
Table 1 contains descriptive statistics for our dataset. Overall, we had 157 complaint letters sent out
to companies. Of those, 44% received a company response and 26% received some form of refund or
discount. Complaints were made for a variety of reasons including attitude (48%), speed (37%), lack
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of competence (30%), and/or communication problems (11%), and in a variety of settings
including restaurants (36%), retailers (27%) and other services (38%).
Table 1. Descriptive Statistics
Number of Letters Sent out
Received Response
Received Refund or Discount
Reason for Complaint
Speed
Attitude
Communication Problems
Lack of Competence
Type of Company
Restaurant
Retailer
Other Service

157
44%
26%
37%
48%
11%
30%
36%
27%
38%

Model
To test whether refund policy and response time are associated with consumers’ satisfaction and
repurchase intent, we estimate the following models where the dependent variables are given as
follows:
Model #1 Satisfaction:

Y= 1 if the customer is satisfied with the complaint resolution
Y=0 if the customer is not satisfied with the complaint resolution

Model #2 Repurchase Intent: Y= 1 if the customer intends to utilize the company again
Y= 0 if the customer does not intend to utilize the company again
The models that we estimate are logistic regression models which are estimated on the portion of the
dataset for which responses were received. The goal of the analyses is to show whether refund policy
and complaint response time are associated with consumers’ satisfaction with the complaint
resolution process and their repurchase intent. In the following section, we provide a description of
the independent variables that we include in the model and our expectation of how the variable
should affect our dependent variables.
Independent Variables
Reason for Complaint. In addition to our focal variables, we included several control variables that
are related to the origin of the complaint. The first of these is the original reason(s) for the
complaint. These variables are important because the reasons for the initial complaint may affect
consumers’ perception of the complaint resolution process. We coded this variable into several
different categories to incorporate them into our estimation procedure. Complaints are coded as
being caused by speed, attitude, communication problems, and/or lack of competence which were
determined to be causes of satisfaction or dissatisfaction in previous studies (e.g., Heckman and
Guskey 1998). Operationally, they are coded as dummy variables where each complaint reason
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takes the value of 1 if the reason was present and 0 if it was not. In an effort to realistically capture
the complaint reasons, we allow for multiple reasons for each complaint. Attribution theory guides
our expectation for how complaint reason affects satisfaction and repurchase intent (e.g., Folkes
1984), as reasons judged to be under greater control of the firm rather than the consumer should
have greater impact. Therefore, complaints caused by speed, attitude, and lack of competence may be
under greater control by the firm, whereas complaints caused by communication problems could be
attributed to both the firm and the consumer.
Type of Company. Additionally, this study included type of company as a control variable because it
may play a role in how satisfied consumers are with the complaint resolution process and on their
repurchase intentions. Complaints regarding certain types of companies may impact satisfaction and
repurchase intent in a different manner. Complaint reason may also be correlated with complaint
severity. For example, a complaint with a financial services firm, which could have large financial
implications, may be harder to forgive than a complaint with a restaurant where the impact is likely
isolated to a single meal occasion. Additionally, risk is also an important aspect regarding type of
company (e.g., Rust, et al. 1999). If one bad service encounter with a firm has broad implications for
the customer or makes them realize the potential for such implications, they complaint resolution
process cannot repair the customer relationship. We code this variable into three categories based on
the type of company as follows: restaurants, retailers, and other services where other services is the
base case.
Response Time. The time elapsed between the complaint initiated by the customer and the company
response is included in the models. Time is included as a categorical variable where a median split of
the data was performed and responses were coded as either a short or long time lag. The median of
the data was 17 days and responses longer than this were coded as a long time lag. We use this
variable to test hypotheses 1 and 2.
Refund offered. We also test whether offering some form of compensation to consumers affects their
satisfaction and repurchase intent. Many companies offer either a refund or future discount to
consumers in addition to writing to explain the failure in customer service. We believe that offering a
refund or future discount will have a strong positive impact on both likelihood of satisfaction with
the complaint resolution process and repurchase intent. Three potential refund possibilities are
included in our coding scheme: no refund, immediate refund, and future discount where no refund is
the base case for the dummy coding. We use this variable to test hypotheses 3A, 3B, 4A and 4B.
RESULTS
Table 2 provides several statistics to assess model fit. We calculate McFadden’s psuedo R2 for each
model and find that models explain a moderate amount of the variance in the data as the pseudo R2
for the models are 0.407 and 0.306 for complaint resolution satisfaction and repurchase intent
respectively. Additionally, we calculate hit rates for both models and find that the models correctly
classify 81.2% of the observations for the satisfaction dependent variable and 76.8% of the
repurchase intent dependent variable. Finally, we perform a cross-validation analysis using the
leave-one-out methodology. From this, we calculate the hit rate associated with this analysis and
find some evidence of performance degradation for the satisfaction dependent variable (crossvalidated hit rate76.8%) and repurchase intent dependent variable (cross-validated hit rate 69.6%).

Table 2. Model Fit Statistics
Dependent Variable

Log Likelihood

Psuedo R2

Hit Rate

Cross-Validated
Hit Rate
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Repurchase Intent

-25.34

0.306

76.80%

69.60%

Satisfaction

-23.81

0.407

81.20%

76.80%

Because of this cross-validation analysis and our relatively small sample size, we perform
a bootstrap analysis to augment the finding of our main estimation procedure. The bootstrap
results support our estimation findings such that all of the variables with p-values less than 0.05
also have 95% confidence intervals that do not contain zero (See Appendix 1 for bootstrap
results). Thus, we have greater confidence in our main estimation results.
The estimation results are contained in Tables 3 and 4. The results can be interpreted such
that positive coefficients indicate higher probability of satisfaction with the complaint process or
higher probability of repurchase intent. We present our results by first discussing the control
variables that we include and then discussing each of our focal variables and hypotheses.
Table 3. Complaint Resolution Satisfaction Estimation Results

Intercept
Type of Company
Restaurant
Retailers
Reason for Complaint
Attitude
Communication
Speed
Competence
Refund Policy
Immediate Refund
Future Discount
Long Time Lag

Parameter

Standard Error

p-Value

-2.111

0.796

0.008

1.215
2.337

0.929
0.757

0.191
0.002

0.357
1.604
0.945
0.495

0.586
1.009
0.653
0.627

0.543
0.112
0.148
0.43

2.412
4.600

0.964
0.956

0.012
<0.001

-0.858

0.618

0.165

Reason for complaint. We find that the reason for the complaint has no effect on consumers’
satisfaction with the complaint process or repurchase intent.
Type of Company. We find that customers are more satisfied at retailers (β=2.337, p=0.002) as
compared to other services. Additionally, we find that compared to other services, customers who
have complaints with restaurants have higher repurchase intent (β=2.218, p=0.029).
H1 and H2: Response Time. These hypotheses test whether long time delays in responding will affect
satisfaction or repurchase intent. This study finds that support for this only for H2 which tests the
repurchase intent dependent variable (β=-1.625, p=0.018). The coefficient for the complaint
resolution satisfaction is not significant and H1 is not supported (β=-0.858, p=0.165). These results
suggest that if the response to the complaint is delayed longer than 17 days, the business is less
likely to retain the aggrieved customer.
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Refund Offered. Whether an immediate refund or future discount is offered to the consumer is
included as a variable in our models. We expect that consumers offered a refund or future discount
will be both more satisfied with the resolution process and more likely to repurchase from the
company. The results of our estimation confirm our expectations as the coefficients for both
immediate refund and future discount are significant for both complaint resolution satisfaction
(βrefund=2.412, p=0.012; βdiscount=4.600, p=<0.001) and repurchase intent (βrefund=2.005, p=0.038;
βdiscount=3.084, p=<0.001).
Table 4. Repurchase Intent Estimation Results
Intercept
Type of Company
Restaurant
Retailers
Reason for Complaint
Attitude
Communication
Speed
Competence
Refund Policy
Immediate Refund
Future Discount
Long Time Lag

Parameter
0.143

Standard Error
0.865

p-Value
0.865

2.218
0.157

1.018
0.805

0.029
0.845

-0.838
1.456
-1.429
-0.151

0.585
0.995
0.781
0.64

0.152
0.144
0.067
0.814

2.005
3.084

0.966
0.77

0.038
<0.001

-1.625

0.685

0.018

H3 and H4: For both H3 and H4 we put forth opposing hypotheses for the relative strength of the
coefficient for immediate refund and future discount for satisfaction and repurchase intent
respectively. In order to carry out these tests, we run models where the coefficients for refund and
discount are restricted to be equivalent. We then run the unrestricted models without coefficient
restrictions. From this, we compare the likelihood values through the deviance statistic which follow
a χ2 distribution to see whether the unrestricted model fits significantly better than the restricted
model. The results show that for the satisfaction dependent variable (χ2df=1=4.042; p=0.044), the
unrestricted model fits better but we find no evidence of this for the repurchase intent dependent
(χ2df=1=1.285; p=0.257). The relative size of the coefficients indicates that for the satisfaction
dependent variable, offering a future discount is a superior policy decision as compared to an
immediate refund. Thus, we find support for H3A but neither H4A nor H4B are supported.
DISCUSSION
Summary and Conclusions
This study assesses the impact of refund policy and complaint response time on satisfaction and
repurchase intent. Results show several key findings for dealing with consumer complaints. First, it
is found that offering either an immediate refund or future discount to consumers increases both
their satisfaction with the complaint resolution process and their repurchase intent as compared to
offering no refund at all. Thus, companies should strongly consider making a refund or future
discount as part of their complaint resolution process. The value of keeping satisfied customers may
far outweigh the initial cost of the refund.
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Second, we find that offering a future discount may be a superior policy decision as compared to an
immediate refund since it is found that a larger impact on satisfaction with the complaint resolution
process for future discounts than for immediate refunds. This suggests that while it appears that any
form of customer redress is appreciated, consumers are more likely to feel satisfied if a future
oriented discount is offered. Companies should consider this finding when deciding how to respond to
consumer complaints.
Finally, we find that consumers’ repurchase intent is positively associated with shorter complaint
response times. When the response time was less than three weeks, consumers had a higher
likelihood of using the company in the future. Therefore, companies need to ensure that they have an
efficient process in place to deal with complaints in a timely manner. In the age of digital
communication, technology exists for response times to be much shorter and companies would be
well served to increase the speed of their responses.
APPLICATIONS FOR MARKETING PRACTITIONERS
Our study suggests that a company that engages in active positive responses and reimbursements to
dissatisfied customers can improve customer satisfaction and repurchase intentions. Since only 44%
of companies actually responded to customer complaints, companies with a strong complaint
resolution process could differentiate themselves from their competition. Those customers who
initially received poor service could become satisfied customers if companies respond in a timely
manner to their complaints. It would be wise for a company to invest in an effective customer
service program that would respond systematically and personally to all customer complaints.
Our findings suggest that some form of remuneration should be offered to consumers in order to
improve their satisfaction with the complaint resolution process and repurchase intentions. This
result was strong for both of our dependent variables and suggests that this may be the most
important factor in determining whether the customer remains with the business. If customers
perceived that they were not treated fairly and seem to believe that they were entitled to
compensation, then they were not satisfied and were not likely to come back. And because only 26%
of the respondents received a refund or discount, companies who provide some kind of remuneration
will have a competitive advantage over their competitors.
However, some forms of compensation may be better than others. An interesting result of this study
shows that customers are more satisfied when they get a future discount rather than simply getting
their money back. One can conclude that it is more beneficial for a company to encourage a
continuing relationship with customers than to merely give them their money back and in a sense
“write them off.” Thus, companies should weigh the cost of offering remuneration vs. the potential to
preserve relationships. Our findings, which suggest discounts are superior to refunds, may help
companies create more satisfied customers in a cost-effective manner as offering discounts may be
less expensive than offering refunds..
Because restaurants are able to get their dissatisfied customers to return more easily than retailers
and other service providers, these other companies must work harder to get their customers to
return. We believe that this result may be driven by the severity of the complaint or the risk
associated with a bad service encounter and future studies should examine why some types of
companies perform better than others.
In addition, we find that consumers are less likely to utilize the company in the future if the
response to the complaint was not received in a timely fashion. Specifically, we find consumers are
less likely to use the company in the future if the complaint response takes more than 17 days, the
median of our dataset. This finding is in contrast to previous studies that did not find an importance
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of timeliness (Blodgett, Hill, and Tax 1997). We believe that consumers in the digital age place a
greater emphasis on speed and that this issue will only increase in importance as time progresses.
Companies should use this result to rethink how they manage their complaint resolution process.
Companies could encourage customers to initiate complaints through an electronic channel and set
deadlines for the length of time it should take to respond to complaints.
Future Research
While this study provided insight into how customers perceived various refund policies, several
avenues for future research exist. First, future research should be conducted with the group that did
not receive a response to determine their attitude toward the retailer at fault and their intentions of
revisiting the store. Second, our study was limited by the fact that we only examined whether
discounts were better than refunds at an aggregate level. An interesting avenue for future research
would be to discover the boundary conditions for our results. The preference for one type of
remuneration over another may depend on other variables such as type of company or severity of the
complaint, among other things. Third, investigation needs to be undertaken to determine if the trend
of companies’ responses to complaint letters has been growing over the past few years and if
companies are indeed more receptive to consumer feedback. Finally, whenever a homogeneous
sample is involved, there is the concern that the results may not generalize to the entire population.
Thus, future studies should be conducted with internal company databases to explore how various
refund policies work to retain customers and should explore the profitability of each policy decision.
While this research explores how to best respond to a complaint, another question surfaces – what
are companies’ plans for the information that customers have provided to them? Will the
organization use the complaint to improve the delivery of its service? Will the company take this
“gift” that the customer has presented to them and reshape the blueprint and servicescape of the
organization? Moreover, after the organization has implemented changes, will it inform its
customers of the improvements and thank those customers who gave their input?
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APPENDIX
The analysis was conducted with 400 replications where each sample was equal in size to the
original sample and was created by sampling from the original sample with replacement.

Table A1. Bootstrap Results
Complaint Satisfaction
Intercept
Type of Company
Restaurant
Retailers
Reason for Complaint
Attitude
Communication
Speed
Competence
Refund Policy
Immediate Refund
Future Discount
Long Time Lag

Repurchase Intent

2.5th Percentile

97.5th Percentile

2.5th Percentile

97.5th Percentile

-5.602

-0.944

-2.076

2.07

-0.457
1.103

4.182
5.671

0.346
-1.979

5.813
2.407

-1.161
-1.351
-0.78
-0.513

1.911
6.371
3.656
2.362

-2.862
-0.55
-3.446
-2

0.622
4.492
-0.398
1.441

0.505
3.664

6.068
8.162

0.107
1.826

5.079
6.291

-2.827

0.421

-3.661

-0.346
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